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DIVISIONS 


EMPLOYEES 


PRODUCTS 
AND 
SERVICES 


PRINCIPAL 
CLIENTS 


LANDING GEAR 
DIVISION 


JIL SITE) 


- Design, manufacture and repair 
of components and complete 
landing gear for military and 
commercial aircraft 


components for commercial 
aircraft 


JNOCUCI A 
HOC 


(LAVAL SITE} 


\ AEROSPACE INC 
AERVOTALE LINC. 


Manufacture and repair and 
overhaul of smaller components 


for landing gear and hydraulic 
flight control actuators 


Manufacture of critical parts 


_ such as helicopter rotors 


Manufacture of medium to 
large sized aircraft structural 
components 


(MONTREAL) 


Manufacture of small to 
medium sized aircraft 
structural components 


Manufacture and assembly 

of high precision components 
for the aerospace and 
defence sectors 


CIVTLTAN- 
LAV ALSALING 


: Boeing ~ 


Bombardier 


~ Goodrich 
‘Lockheed-Martin 

~ Messier-Dowty 

_ Northrop-Grumman 


MILITARY: 


Canadian Forces 
U.S. Navy 


U.S. Air Force 


Boeing 

Bombardier 
McDonald Detwiller 
Raytheon 


GAS TURBINE 
COMPONENTS 
DIVISION 


LOGISTICS 
AND DEFENGE 


Manufacture of replacement 
parts for out of production 
aircraft 


Manufacture of large scale 
components for gas turbines 
used in the production of 
electricity 


Manufacture of precision 
components for the aerospace 
and industrial sectors 


Manufacture and support 
for military small arms 


/ HY 


Manufacture of large scale 
components for gas turbines 
used in the production of 
electricity and engine parts 
for aircraft 


RLALS 


GE Power Systems Boeing 


Rolls-Royce MI 
Siemens-Westinghouse Canada 
NEROSPACE The Netherlands 
Boeing Denmark 

GE Aircraft Norway 

Snecma Great Britain 
U.S. Navy 
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FINANCIAL HIGHLIGHTS 
(From continuing operations and giving effect to accounting changes 
- see note 2 to consolidated financial statements) 


YEARS ENDED MARCH 31 


* Tndex: Closing price as at March 31, 1996 = 100 


(In thousands of dollars, except per share data) 2001 2000 1999 1998 1997 
Sales $ 259,077 $ 143,737 $ 122,885 $ 106,694 $ 90,455 
Gross profit $ 44,974 $ 19,326 $. 16,711 $14,193 $ 12,517 
Gross profit margin 17.4 % 13.4 % 13.6 % 13.3 % 13.8 % 
EBITDA $ 34,831 $015,541 $ 14,492 $ 12,274 $ 10,805 
EBITDA margin 13.4 % 10.8 % 11.8 % 115% 11.9 % 
Net income $ 12,465 $ 3,463 $ 2,740 $ 2,126 $ 1,682 
Net income margin 4.8 % 2.4 % 222%6 2.0 % 1.9 % 
EPS-Basic 5 0.58.>.'§ 0.24 Se O19 5 O15 S$ 0.12 
EPS-Diluted $ 0.58 $ 0.24 $ 0.19 $ 0.15 $ 0.12 
AS AT MARCH 31 
Total assets $ 269,844 $ 140,576 $ 107,753 $ 92,663 $ 86,545 
Working capital $ 43,662 $ 51,696 $ 36,809 $ 29,579 $ 27,845 
Long-term debt to equity 0.39 0.80 0.47 0.44 0.48 
Book value per common share $ 4,39 $ 3.55 $ 3.55 $ 3.26 5 3.07 
Cash flow from operations $ 22,902 $ 11,359 > 11,367 $ 8,456 Sos lya 
Average number of shares outstanding 21,543.0 14,688.4 14,588.6 14,325.6 14,247.1 
Shares outsdanding at year-end 23,291.7 14,908.3 14,627.4 14,525.9 14,251.3 
Fully diluted shares 21,614.0 14,688.4 14,588.6 14,508.9 14,396.3 
HEROUX-DEVTEK’S STOCK PERFORMANCE 
(March 31, 1996 to March 31, 2001) 

—— HRX 

—— TSE300 

March March March March March March 
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MESSAGE TO OUR SHAREHOLDERS 


GILLES LABBE 
President and 
Chief Executive Officer 


We are proud to report that this past year has been highlighted 


HELMUT HOFMANN 
Chairman of the Board 


THE LANDMARK MERGER IN JUNE 2000 WITH DEVTEK CORPORATION HAS MET AND EXCEEDED OUR EXPECTATIONS. WHILE IN 
THE PAST WE HAVE PLEDGED IN OUR FIVE-YEAR PLAN TO REACH $200 MILLION IN REVENUES BY MARCH 31, 2002, WE, IN FACT, 
HAVE CONSIDERABLY SURPASSED THIS OBJECTIVE BY ACHIEVING $259 MILLION, AS OF MARCH 31, 2001. 


The reorganization and integration of our operations 
has been smooth, due in no small part to the 
complementary strengths of our various business units. 
Last year, we forecasted merger-related synergies of 
$3 million and we anticipate that this figure will be 
met, as stated, by March 31, 2002. Héroux-Devtek 

is now a larger player in the civil aerospace industry, 
with a deeper pool of management as well as an 
increased presence. These combined strengths have 
allowed the Company to bid on business previously 
unavailable to us in this market. 


In fiscal 2000-2001, we managed to win close to 

$175 million in new orders, exceeding last year’s total 
by 55%. Moreover, with the Devtek transaction we have 
demonstrated our ability to improve our product and 
service offerings and boost our manufacturing and 
production capacity to our customers. 


As you will read in this report, the extended scope 
of our operations positions us to be a partner of choice 
in the competitive aerospace and industrial gas turbines 


HE RO LX 


sectors. The outlook for the commercial aircraft sector 
is most positive with estimates of over 22,000 new 
commercial aircraft to be delivered in the next 20 years. 
The industrial gas turbine market is also expanding with 
the U.S. Department of Energy predicting that over 
1,000 new generating plants will be required by 2020. 


Financial Highlights 


Fiscal 2000-2001 was not only a year of tremendous 
change for us, but was also a year of considerable growth. 
Total sales reached a record level of $259 million, 

up 80.2% from last year. Our sales from continuing 
operations contributed 24.1% to this increase, 

while Devtek accounted for 56.1% of the increase. 
These figures consolidate the revenues from 

Devtek’s operations over a nine-and-a-half-month 
period. 


Net income from Héroux-Devtek’s continuing operations 
also attained a record high, at $12.5 million, compared to 
$3.5 million in fiscal 1999-2000, and earnings per share 


DEVTEK 2 


from continuing operations was $0.58 up 142%, 
compared to $0.24 last year. 


Investors have responded enthusiastically to our 
strong financial performance, and during our most 
recent fiscal year, Heroux-Devtek’s stock price more 
than doubled over the past year. An added recognition 
of the Company was our inclusion, for the first time, 
in the TSE 300. 


Growth Strategy 


In the coming year, we fully intend to continue along 
the path of aggressive growth. Héroux-Devtek’s financial 
position is very strong: we maintain a 39% long-term 
debt-to-equity ratio and our market capitalization in 
the past year has more than tripled from approximately 


$60 million to more than $200 million. As a result, we 
are able to pursue a multi-faceted growth strategy. 


A primary component of this strategy is our continuing 
intention to grow internally at a rate of 15% per year. 
Our Landing Gear and Gas Turbine Components Divisions 
are both in an excellent position to build upon their 
revenue base. 


The Landing Gear Division has benefited extensively 
from the merger and now possesses superior production 
capabilities and an expanded civilian customer base. 
Additionally, in fiscal 2001-2002 we will be increasing 
deliveries on the orders we have won from the U.S. 
military over the past few years. 


With the energy crisis in the United States, our Gas 
Turbine Components Division stands to realize further 
growth. To take advantage of the opportunities in the 
gas turbine industry and to better service our customers 
in this market, during the fourth quarter last year, we 
added a 47,000 square foot plant nearby the Cincinnati 
facility, and are expanding our Florida plant by 12,000 
square feet. The new facility in Cincinnati is now 


operational. 


The production capabilities of our Aerostructure Division 
are also being augmented and our new 77,000 square 
foot facility in Dorval, Quebec will be operational in 
the second quarter. This plant will focus primarily on 
manufacturing structural components for Bombardier’s 
Regional Jet Program. Our plans for the future growth 
of this division also involve other strategic acquisitions. 
Increasingly, our aerospace OEM customers are finding 
it more efficient to outsource much of their work and 

it is our goal not only to manufacture components for 
the industry, but to supply sub-assemblies as well. 
Consequently, we are seeking to acquire companies 

that possess this expertise. This is an area with great 
potential for growth and it is our aim to ensure that 
the Aerostructure Division captures a share of this 
substantial business. 


by a number of remarkable successes for Héroux-Devtek. 


The successes enjoyed by Héroux-Devtek over the 
past year would not have been possible without 

the commitment and dedication of our employees. 

On behalf of the Board of Directors, we would like 

to thank them as well as our shareholders, partners 
and suppliers for their many and varied contributions. 


We are encouraged by our prospects for fiscal 
2001/2002 and, based on our current backlog, we 
are confident of further growth in the year ahead. 


On behalf of the Board of Directors, 


Gilles Labbé 
President and 
Chief Executive Officer 


Helmut Hofmann 
Chairman of 
the Board 
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ACGGELERATING INTEGRATION 
The Landing Gear Division took advantage of the 


LANDING GEAR DIVISION 


(e) 7 . ie 
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cain. 
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THE LANDING GEAR DIVISION COMPRISES OF HEROUX LANDING GEAR, 

AND, SINCE JUNE 2000, HOCHELAGA AEROSPACE AND WEST HEIGHTS, FOLLOWING THE MERGER OF THE COMPANY WITH 
DEVTEK CORPORATION. THE DIVISION SPECIALIZES IN THE MANUFACTURE AND MAINTENANCE OF LANDING GEAR AS WELL 
AS HIGH PRECISION COMPONENTS FOR BOTH CIVILIAN AND MILITARY AIRCRAFT. 


Overview of Fiscal 2000-2001 


In 2000/2001, the Landing Gear Division took 
advantage of the integration of Hochelaga and 
West Heights to nearly double its sales, registering 
$120.9 million compared to $63.4 million the 
preceding year. The Division also benefited from 

a strong 22.3% internal growth. 


The Division’s gross margin rose by 3.5%, compared 
to the previous year, as a result of an increase in 
deliveries and a steadier rate of production, combined 
with an increase in sales of higher margin Héroux 
Landing Gear products. 


With the growth experienced in the civilian and military 
aerospace industry, the Landing Gear Division captured 
new contracts worth $118 million in fiscal 2000/2001, 
some 68.5% higher than a year earlier. 


In line with its objectives last year, the Landing Gear 
Division improved its operational efficiency. Among 
other things, it significantly reduced the production 
cycle for certain key products. 


Projects and Outlook 


During the current fiscal year, management will strive 
to maximize the synergy resulting from the grouping of 
Héroux Landing Gear with West Heights and Hochelaga. 
To this end, the operating units will be refocused on 
their principal spheres of activity so as to optimize 
their own resources and abilities. This initiative will 
translate not only into improved overall performance, 
but also into substantial savings. In fact, a large part 
of the annual savings that the Company forecasts in 
the manufacturing sector stems from the integration 

of Devtek and will originate from the Landing Gear 
Division. 

While developing their respective specialties, the 
Division’s three operating units will benefit from their 
complementary nature as well as from their combined 
expertise and abilities to strengthen their relationships 
with industry leaders and to earn contracts of an even 
greater scale. 


Armed with a strong order book, the Landing Gear 
Division is prepared to set a new performance record 
for 2001/2002. 


integration of Hochelaga and West Heights 


to nearly double its sales, registering $120.9 million. 
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AGGELERATING 
TECHNOLOGICAL EXPERTISE 
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Division is focusing on developin 


the technological expertise required to produce 
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AEROSTRUCTURE DIVISION 


THE AEROSTRUCTURE DIVISION INCLUDES METRO MACHINING CORPORATION, 
LES INDUSTRIES C.A.T., ACQUIRED IN JUNE 1999, AND MAGTRON, WHICH WAS ADDED 


IN JUNE 2000 FOLLOWING THE MERGER OF HEROUX AND DEVTEK. THESE ENTERPRISES SPECIALIZE IN THE MANUFACTURE 
OF AIRCRAFT STRUCTURAL COMPONENTS AND HAVE OPENED A NEW AVENUE FOR GROWTH BY THE COMPANY IN THE BUOYANT 


REGIONAL JET MARKET. 


Overview of Fiscal 2000-2001 


During fiscal 2000/2001, the Aerostructure Division 
recorded sales of $19.6 million, nearly a third of which 
was contributed by the new Magtron operating unit 
over a nine-and-a-half-month period. In their first full 
year of operation, sales by Metro and C.A.T. increased 
by more than 60%, compared to the ten-month period 
a year earlier. 


The Division’s gross margin improved by 2.9%, due 
largely to an increase in sales and to the gross margins 
of C.A.T. and Magtron. On the other hand, the gross 
margin of Metro, the primary operating unit, was 
basically unchanged from that of the previous year. 
This situation is attributed to the strong increase in 
customer demand, which caused Metro to sub-contract. 


In April, the Division completed the construction of 

its new 77,000 square foot plant in Dorval, Quebec near 
the facilities of Bombardier, its principal customer. In 
addition, it has acquired two new pieces of specialized 
machinery and equipment in order to serve the growing 
regional jet market. This equipment will be in operation 
during the second quarter of the current year. The 
expansion of C.A.T’s plant was also completed last year, 
which provides an additional 5,000 square feet to 
support the actual demand. 


With the strong demand in the regional jet market, the 
Division now benefits from more than $60 million worth 


of contracts in its order books. 


Projects and Outlook 


The outlook for the Aerostructure Division, recently 
created through acquisitions by the Company, is 
promising. The complementary nature and expertise 
of its three operating units, all accredited suppliers 
to the leaders in the regional jet industry, should 
allow the Company to make its mark in this rapidly 
growing sector. 


The pivotal point in the Aerostructure Division’s 
business plan is to develop the technological expertise 
required to produce major sub-assemblies in order to 
increase the value added to products. The Division is 
counting on its know-how and on the added capacity 
from its new Dorval plant to profit from the growing 
trend of aircraft manufacturers to outsource the 
manufacture and sub-assembly of structural components 
to subcontractors. The Division expects to increase 

its expertise in this domain through strategic alliances 
or acquisitions. 


major sub-assemblies in order to increase the value added to products. 
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ACCELERATING PERFORMANCE 


The Gas Turbine Components Division 


is counting on its new integrated management system 


GAS TURBINE COMPONENTS DIVISION 


THE GAS TURBINE COMPONENTS DIVISION GROUPS HEROUX-DEVTEK’S TWO 
AMERICAN OPERATING UNITS, MCSWAIN (CINCINNATI) AND A.B.A. INDUSTRIES (TAMPA), 
WHICH SPECIALIZE IN THE MANUFACTURE OF ADVANCED COMPONENTS FOR AIRCRAFT ENGINES 


AND INDUSTRIAL GAS TURBINES. AMONG THE DIVISION’S PRINCIPAL CLIENTS ARE THE LARGEST 
MANUFACTURERS OF ENGINES AND INDUSTRIAL GAS TURBINES IN THE WORLD. THESE INCLUDE GE POWER SYSTEMS, 
GE AIRCRAFT ENGINES, SNECMA, ROLLS-ROYCE, AND SIEMENS-WESTINGHOUSE. 


Overview of Fiscal 2000-2001 


Fiscal 2000/2001 was an exceptional year for the Gas 
Turbine Components Division. Sales climbed by 21% to 
reach $87.6 million, compared to $72.4 million a year 
earlier. Gross margins were up 5.1%, reflecting the 
benefits of a restructuring that was completed at A.B.A. 
last year, as well as an increase in industrial sales. 


As expected, the growth in sales during the year was 
driven primarily by the industrial gas turbine sector, 
which experienced unprecedented growth in the 
United States. There was a sizeable increase in 
deliveries to GE Power Systems, which extended 

its contract with McSwain to December 31, 2004. 

For its part, A.B.A. benefited from the positive impact 
of an order initially received in 1999 from Siemens- 
Westinghouse for the manufacture of industrial gas 
turbine components. 


Looking to meet the growing needs of its customers, 
the Division has made substantial capital investments 
during the past year. The acquisition of a 47,000 
square foot building nearby its Cincinnati plant 
generated a 65% increase in production space. Work 
is also underway at the Division’s Tampa plant to add 
12,000 square feet to the current manufacturing 
facility. 


Projects and Outlook 


The Gas Turbine Components Division will devote much 
of its efforts this year to maximize the potential of 
its new integrated management system, BaaN, the 
implementation of which was completed last year. 

The Division is counting on this advanced system to 
better manage its inventory, reduce production costs, 
accelerate its manufacturing cycles and to achieve 
further progress in its overall productivity. 


In the industrial gas turbine sector, an increasing 
demand is expected in the coming years, as a result 

of measures recently announced by President Bush 

to offset the threat of an energy crisis in the United 
States. As well, the outlook for growth in the aerospace 
industry remains positive, notably in the regional jet 
market. The Division is well-positioned to benefit from 
these conditions as it has participated, for some years 
now, in GE Aircraft Engines’ CF-34 engine program, 

the engine that equips most regional jets. 


The Division is in an excellent position to increase its 
sales and profitability during the current year and in 
the years to come. 


to achieve further progress in its overall productivity. 
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ACCELERATING SERVICE 


This year, the Logistics and Defence Division 1s undertaking 
LO diversify its line of products and services. 


10 


LOGISTICS AND DEFENCE DIVISION 


THE LOGISTICS AND DEFENCE DIVISION HAS TWO OPERATING UNITS, DALS AND DIEMACO, 
ADDED TO THE COMPANY IN JUNE 2000 THROUGH THE MERGER OF HEROUX AND DEVTEK. 
DALS MANUFACTURES SPARE PARTS FOR BOEING OUT OF PRODUCTION AIRCRAFTS WHILE DIEMACO 


SPECIALIZES IN THE MANUFACTURE AND MAINTENANCE OF SMALL MILITARY ARMS. 


Overview of Fiscal 2000-2001 


The Logistics and Defence Division recorded $31 million 
in sales during the first nine and a half months of 
operation by the Company. DALS, which signed an 
exclusive agreement with Boeing three years ago for 
the supply of spare parts, benefited from an appreciable 
increase in orders from this customer in 2000/2001. 
This added volume enabled it to become profitable 

for the first time since its inception two years ago. 


The volume of orders continues to be strong and DALS 
expects that this trend will intensify during the next 
year, taking into account the growing number of aircraft 
no longer in production by Boeing. The move by DALS, 
in August 2000, into a plant totally separate from 
Diemaco has enabled the unit to better manage its 
operations and to support the growing demand. 


In September 2000, Diemaco earned a major $38 million 
contract from Denmark. Its sales and profits have 
substantially grown during its first nine and a half 
months of operation under the Héroux-Devtek banner. 


Last year marked the 25th anniversary of the signing of 
a contract through which Diemaco became a preferred 
supplier of small C7 military arms for the Canadian 
government. Diemaco also became a preferred supplier 
to numerous NATO member countries over the years. 


Diemaco has undertaken to diversify its offerings in 
order to increase its business volume. These offerings 
now include the development and supply of specialized 
military accessories, a strategy that has proven 
successful. At the same time, Diemaco has secured 

a list of customers which, in addition to Canada 

and Denmark, now includes Norway, the Netherlands 
and the United Kingdom. 


Projects and Outlook 


This year DALS will work to expand its line of products 
and services, as well as expand its customer base for 
spare parts for out of production aircraft. The unit will 
also continue efforts to increase the proportion of 
value-added work that can be carried out internally. 

It expects to continue to increase its sales and earnings 
in fiscal 2001/2002 through these actions. Diemaco 
should maintain its business volume during the current 
year, having already more than doubled it during the 
previous fiscal year. 
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MAJOR CONTRACTS 
announced during fiscal 2000-2001 
(in millions of dollars) 


CLIENT 


Landing Gear Division 
U.S. Air Force 


U.S. Air Force 

U.S Navy 

Certified Aircraft Parts Inc. 
Goodrich 

Bell Helicopter 


U.S. Air Force 
U.S Navy 
Goodrich 
Messier-Dowty 


U.S. Air Force 

U.S Navy 
Northrop-Grumman 
Goodrich 

Bell Helicopter 


U.S. Air Force 
U.S Navy 
Certified Aircraft Parts Inc. 


U.S. Air Force 


Bombardier 
Boeing 
Goodrich 

U.S. Air Force 


Gas Turbine Components Division 


Alcoa . 


Logistics and Defence Division 


Denmark 
OEM customer 


Colt’s Manufacturing 


TOTAL VALUE OF CONTRACTS 


PROGRAM 


Landing gear components for KC-135, 
KC-135R & C-130 


Landing gear components for C-130, 


P-3, KC-135, Boeing 737, 747, 767, 777, 


Bell 206 & 407 


Landing gear components 
for P-3, C-130, C-5A, 
MD-80 & A-340 


Landing gear components 
for KC-135R, Boeing 777, 
P-3, Bell 206, 212 & 407 


Landing gear components 
for KC-135R, P-3 & E-2C 


Repair and overhaul of KC-135, 
KC-135R & C-130 


Landing gears and landing gear 
components 


Gas turbine components 


Small arms 
Out of production aircraft components 


Components for small arms 
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MANAGEMENT DISCUSSION AND ANALYSIS 
OF FINANCIAL POSITION AND OPERATING RESULTS 


Foreword 


FISCAL 2000/2001 WAS MARKED BY THE MAJOR ACQUISITION OF DEVTEK AND ITS SUBSIDIARIES IN JUNE 2000. 
THE IMPACT OF THIS ACQUISITION ON THE RESULTS AND FINANCIAL SITUATION OF THE COMPANY WAS SIGNIFICANT 


AND CAN BE SUMMARIZED AS FOLLOWS: 


> An increase of more than 50% in sales volume. 


> Intensification of the Company's activities in the field 
of landing gear, especially in the civilian sector. 


> Potential synergies estimated at $3 million in value; 
50% of these savings forecasted to take place over 
a 24-month period and calculated on an annualized 
basis were achieved during the last fiscal year. 


The acquisition should be taken into account when 
reading this management's analysis of the financial 
situation and operating results. 


SALES NET EARNINGS 
(in millions of dollars) (in millions of dollars) 
15, 
a | 
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6 
34 


alll 


97 98 99 00 01 


97 98 99 00 01 


Operating Results 


During the fiscal year ended March 31, 2001, the 
Company's consolidated sales climbed by 80.2%, 

to $259.1 million, compared to $143.7 million the 
previous year. These results stem from both internal 
growth (24.1%) and the acquisition of Devtek (56.1%) 
in the year's first quarter. Over a nine-and-a-half-month 
period, Devtek generated sales totaling $80.7 million. 


The Landing Gear Division's sales nearly doubled to 
reach $120.9 million during the past year, as a result 
of the integration of Hochelaga and West Heights, two 
Devtek operating units that generated $43.2 million 

in sales, and to the strong internal growth of the 
Company's Landing Gear unit. As well, the Gas Turbine 
Components Division saw its sales increase by 21.0% 
to $87.6 million, as evidence of the growth experienced 
in the U.S. energy production market. For its part, the 
Aerostructure Division registered $19.6 million in sales, 
nearly a third of which is attributable to the newly 
integrated Magtron operating unit, a part of Devtek. 
The two other Aerostructure Division operating units, 
Metro and C.A.T., in their first full year of operation, 
increased their sales by 67% compared to the 10 month 
period of the previous year. This was mainly a result 
of an increase in orders for regional jet structural 
components. The growth in the Company's sales also 
reflects a $31.0 million contribution from Logistics 
and Defence Division (DALS and Diemaco), which 
became part of the Company in June 2000, following 
the acquisition of Devtek. 


In the aerospace and defence sector, sales doubled 

to $197.9 million last year. In fact, sales of aerospace 
products reached $171.6 million, a 75.4% increase over 
the preceding year. Devtek’s operations, primarily in 
the civil aviation field, account for some 55.6% of this 
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improvement in performance. In the military aerospace 
sector, sales climbed 31.9%, favored by an increase in 
United States military budgets. Diemaco is responsible 
for most of the $26.3 million in sales in the defence 
sector. Sales in the industrial gas turbines sector rose 
by 34.4% to reach $49.8 million, due in part to an 
increase in deliveries to GE Power Systems, as well as 
deliveries to Siemens-Westinghouse, a new customer. 


Products manufactured in Canada accounted for 66.2% 
of the Company's consolidated revenues in 2000/2001, 
compared to 49.6% a year earlier. This growth results 
from the integration of Devtek, which operated 
exclusively in Canada, as well as from the growth in 
Héroux Landing Gear's sales. In contrast, production 
in the U.S. accounted for 33.8% of sales, compared 

to 50.4% in 1999/2000. 


During the last fiscal year, the geographic breakdown 
of gross revenues was influenced, in part, by the 
integration of West Heights and Hochelaga, whose 
products are sold primarily in Canada and, on the other 
hand, by the integration of Diemaco, whose sales are 
mostly made overseas. Thus, the proportion of sales 
destined for Canada reached 23.6%, compared to 10.6% 
the preceding year. The percentage of sales made on 
the international market rose from 1.7% to 10.5%. 
Consequently, sales made in the U.S. accounted for 
65.9% of the Company's gross revenue, compared to 
87.7% in 1999/2000. 


Gross profits for fiscal 2000/2001 climbed to 

$45.0 million or 17.4% of sales, compared to 

$19.3 million or 13.4% of sales a year earlier. The 
Landing Gear Division improved its gross margin by 
3.5%, mainly due to Héroux Landing Gear, which 
profited from a significant increase in volume as 

well as from a better mix of manufacturing contracts, 
notably in the military sector. It should also be noted 
that the labour dispute at Héroux Landing Gear during 
1999/2000 had resulted in a 1.0% drop in gross 
margin. As for the Gas Turbine Components Division, 
gross margins went up 5.1%, reflecting the benefits 
of the restructuring that was completed last year at 
A.B.A., as well as an increase in industrial sales. 

In the Aerostructure Division, gross margins improved 
by 2.9%, due to the increase in sales volume and gross 
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margin at C.A.T. and Magtron. In contrast, the gross 
margin of Metro, the Division's principal operating unit, 
remained below management's expectations, with a 
0.2% decrease compared to the previous year. This 
reduction is due to the marked increase in the rate of 
production needed in order to respond to the demands 
of Bombardier, its main customer, a situation that 
caused Metro to outsource. The integration of Devtek’s 
results had no major impact on the Company's 
consolidated gross margin. 


Selling and administrative expenses totaled 

$19.5 million in 2000/2001 or 7.5% of sales, 
compared to $11.0 million or 7.7% of sales the 
previous year. This increase is proportionate to the 
growth in the Company’s business volume. However, 
because of the synergy resulting from the Devtek 
merger, selling and administrative expenses as a 
percentage of sales dropped from 7.7% to 7.5% 
during the past year. This synergy represents savings 
in the order of $1.3 million on an annualized basis. 


CASH FLOW PER SHARE 
(in dollars) 


EARNINGS PER SHARE 
(in dollars) 
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Operating income more than tripled during the last 
fiscal year, reaching $24.8 million while the operating 
margin rose to 9.6% compared to 5.3% the preceding 
year. These results reflect a 5.6% increase in operating 
income in the aerospace and defence sector, which 
jumped from 2.3% to 7.9%, as well as a rise of 3.1% 
in operating income for the industrial sector, which 
stood at 14.8%, compared to 11.7% the previous year. 


Financial expenses decreased by $440,000 to 

$2.4 million in 2000/2001. Interest of $472,000 on 
the bridge loan obtained last year in order to finance 
the acquisition of Devtek and the increase of $410,000 
in interest on the long-term debt were offset by an 
increase of $1.6 million in interest income. 


In 2000/2001, the provision for income taxes 
represented 39.2% of income before goodwill, compared 
to 23.3% a year earlier. This increase results from the 
integration of Devtek, which conducts its activities 
primarily in Ontario, as well as an increase in the 
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Gas Turbine Components Division’s income in the U.S., 
two jurisdictions in which income taxes are higher 
than in Québec. It should be noted that in 1999/2000, 
the Company benefited from a favorable, non-recurring 
future income tax adjustment of $443,000 at A.B.A. 


The positive results of the Company's four divisions 
have driven net income to an unprecedented 

$12.5 million in 2000/2001, compared to $1.7 million 
the previous year, after taking into account a 

$1.8 million charge relating to discontinued operations. 
Net income for the first half of the year was 

$4.5 million, on sales of $106.8 million. During the 
second six-month period, it rose to $8.0 million, on 
sales of $152.3 million. The sharp rise in income from 
one half year to the other is explained by the sustained 
increase in delivenes in the second half, notably 

at Héroux Landing Gear, as well as by the inclusion 

of Devtek’s results for six full months, compared to 
three-and-a-half months in the year’s first half. 


The Company ended fiscal 2000-2001 with record 
earnings per share of $0.58, compared to $0.12 the 
previous year ($0.24 before discontinued operations). 


Statement of Cash Flows 


In fiscal 2000-2001, cash flow from operations rose to 
$22.9 million, compared to $11.4 million a year earlier. 
This growth of $11.5 million is mainly attributable to 
an increase of $9.0 million in net income, as well 

as to a rise of $3.1 million in amortization costs. 

Cash provided by operating activities jumped to 

$40.9 million, compared to $11.1 million a year earlier, 
the result of a $18.3 million positive variation in non- 
cash working capital. This positive variance primanly 
reflects an increase of $19.7 million in accounts 
payable and accrued liabilities and customers’ advances 
of $6.7 million due to the appreciable increase in 
business volume, partly offset by a $15.3 million 
increase in accounts receivables. In fact, the Company 
achieved record sales of $83 million during the last 
quarter. Also noteworthy: notwithstanding last year’s 
escalation of orders, inventory increased only slightly 
compared to the previous year, a sign that sustained 
progress has been made by the Company in the area 

of inventory management. 
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Working capital decreased by $8.0 million to 

$43.7 million during fiscal 2000-2001. At the same 
time, the working capital ratio dropped to 1.36, 
compared to 2.21 a year earlier. This decline results 
from two principal factors. On the one hand, there 
was an increase in customers’ advances and accounts 
payable and accrued liabilities. On the other hand, 
there were short-term liabilities resulting from the 
acquisition of Devtek, notably an $8.1 million provision 
for contingencies and reorganization and a provision 
of $9.7 million tied to discontinued operations. 
Devtek’s working capital ratio stood at 1.6 at the 
time of acquisition. In any event, the Company's 
working capital ratio remains comfortable with a 
strong cash position. 


As to investing activities, the Company has acquired 
capital assets worth $25.2 million, including 

$4.2 million for the construction of a 77,000 square 
foot plant for the expansion of the Aerostructure 
Division, $2.6 million for the purchase of a 47,000 
square foot building near the McSwain facilities, 

and $2.8 million in deposits for the purchase of 
machinery and equipment. The remaining capital asset 
investments served primarily to buy machinery and 
tooling to improve on the production capacity in the 
Company's various operating units. Moreover, the 
Company also benefited from an $8.5 million net 

cash input, as a result of the acquisition of Devtek. 

In all, investing activities for fiscal 2000/2001 
amounted to $32.7 million, compared to $27.3 million 
the previous year. 


Last year, the Company contracted $3.5 million in new 
term loans, of which $2.6 million were non-interest- 
bearing. On the other hand, the Company repaid 

$6.2 million in debt, compared to $3.1 million the 
previous year, having started in March 2000 to repay 
two loans that were entered into in fiscal 1999/2000. 
As a result, financing activities during fiscal 2000/2001 
resulted in a net outflow of $3.2 million. 


Cash position greatly improved during the last fiscal 
year, reaching $40.7 million, compared to $20.9 million 
in 1999/2000, essentially as a result of the increase 
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in cash provided by operating activities. Cash on hand, 
as of March 31, 2001 included some $33.7 million in 
temporary short-term investments. 


In spite of the $75 million acquisition of Devtek 

and capital investments of $25.2 million in the last 
year, the Company still reduced its long-term debt by 
$2.2 million. Half of the Devtek acquisition cost was 
financed through the issue of 8.2 million common 
shares representing a total of $34.6 million in value. 
The Company's debt-to-equity ratio progressed from 
0.80 in 1999/2000 to 0.39 in 2000/2001, which 
provides the Company with freedom to consider new 
expansion projects. 


Cumulative translation adjustment increased by 
$1.6 million in the last fiscal year, reflecting the 
effect of a reduced value of the Canadian dollar 
against the American dollar on the net assets of 
the Company's U.S. business units. 


As at March 31, 2001, Héroux-Devtek per share book 
value stood at $4.39, compared to $3.55 a year earlier. 
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Event Subsequent to the End of the 
Fiscal Year 


On July 10, 2001, the Company issued 1,000,000 
common shares by way of a private placement at a 
unit price of $9.91. The net proceeds of $9.9 million 
will be used for general financing purposes and to 
support the growth of the Company. 


Risks and Uncertainties 


Statements made in this annual report, other than 
historical financial results, may be considered forward- 
looking statements. These statements reflect the 
current beliefs and expectations of the Company's 
management about the Company’s future results and 
performance. They are subject to a number of known 
and unknown risks that could cause actual results to 
materially differ from those projected or implied in 
forward-looking statements. Principal risk factors that 
may affect the Company’s results are listed below. 


The aerospace industry, especially in the regional 
jet market, is going through a growth period that, 
according to analysts, should continue over the next 
few years. It remains, however, that this sector is 
of a cyclical nature. 


GEOGRAPHIC 
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CANADA 10% CANADA 24% 
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The energy production sector is enjoying unprecedented 
growth in the U.S., as a result of strong demographic 
growth and rapid developments in information 
technologies. These circumstances have caused an 
upturn in demand for industrial gas turbines, from 
which the Company is benefiting. Nonetheless, it is 
impossible to state whether this demand shall remain 
this strong. 


More than 65% of the Company's sales are made in 
the U.S. and are thus exposed to the risks associated 
with foreign exchange. Management makes every effort 
to hedge against this risk through forward foreign 
exchange contracts. 


While the Company's customers are more and more 
diversified, two of them account for nearly 20% each 
of its revenues. The loss of or delay in certain orders 
from either of them could have a negative impact on 
the Company's results. 


During the last fiscal year, the Company obtained a 
one-year renewal of a contract it has held for nearly 

30 years with the U.S. Air Force for the maintenance 
and refurbishing of landing gear. When tenders were 
called in 1998, the U.S. Air Force expressed its 
intention to gradually repatriate the work performed by 
the Company during the following three years. However 
last year, Héroux Landing Gear had the same volume of 
work as in preceding years, and, according to the terms 
of the new agreement, it will be unchanged this year. 
This contract carries an annual value of approximately 
$12 million. 
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MANAGEMENT’S REPORT 


The accompanying consolidated financial statements of Héroux- 
Devtek Inc. and all the information in this Annual Report are 
the responsibility of Management and have been approved by 
the Board of Directors. 


The consolidated financial statements have been prepared by 
Management in accordance with Canadian generally accepted 
accounting principles. The consolidated financial statements 
include some amounts that are based on estimates and 
judgments. Management has determined such amounts on 

a reasonable basis in order to ensure that the consolidated 
financial statements are presented fairly in all material 
respects. Financial information used elsewhere in the Annual 
Report is consistent with that in the consolidated financial 
statements. 


Héroux-Devtek Inc/s policy is to maintain systems of internal 
accounting and administrative controls of high quality, 
consistent with reasonable cost. Such systems are designed to 
provide reasonable assurance that the financial information is 
relevant, accurate and reliable and that the Company's assets 
are appropriately accounted for and adequately safeguarded. 


The Board of Directors is responsible for ensuring that 
Management fulfills its responsibilities for financial reporting, 
and is ultimately responsible for reviewing and approving the 
consolidated financial statements. The Board carries out this 
responsibility principally through its Audit Committee. 


The Audit Committee is appointed by the Board and is comp- 
rised of outside Directors. The Committee meets periodically 
with Management and the external auditors, to discuss internal 
controls over the financial reporting process, auditing matters 
and financial reporting issues, to satisfy itself that each party 
is properly discharging its responsibilities and to review the 
consolidated financial statements and the external auditors’ 
report. 


The Committee reports its findings to the Board for consider- 
ation when it approves the consolidated financial statements 
for issuance to the Shareholders. 


The consolidated financial statements have been audited by 
Arthur Andersen & Cie, the external auditors, in accordance 
with Canadian generally accepted auditing standards on behalf 
of the Shareholders. The external auditors have full and free 
access to the Audit Committee. 


Gilles Labbé 
President and 


Chief Executive Officer 
May 22, 2001 


Réal Bélanger 
Executive Vice-President 
and Chief Financial Officer 


AUDITORS’ REPORT 
To the Shareholders of Héroux-Devtek Inc.: 


We have audited the consolidated balance sheets of 
Héroux-Devtek Inc. as at March 31, 2001 and 2000 and 
the consolidated statements of income, retained earnings 
and cash flows for the years then ended. These financial 
statements are the responsibility of the Company's 
Management. Our responsibility is to express an opinion 
on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian 
generally accepted auditing standards. Those standards 
require that we plan and perform an audit to obtain 
reasonable assurance whether the financial statements 

are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. 

An audit also includes assessing the accounting principles 
used and significant estimates made by Management, as well 
as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements 
present fairly, in all material respects, the financial position 

of the Company as at March 31, 2001 and 2000 and the results 
of its operations and its cash flows for the years then ended 

in accordance with Canadian generally accepted accounting 
principles. 


A Andina tba 


Arthur Andersen & Cie 
General Partnership 
Chartered Accountants 


Montreal, Quebec 
May 22, 2001 
(Except as to note 24 which is as of July 10, 2001) 
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CONSOLIDATED BALANCE SHEETS 
As at March 31, 2001 and 2000 (In thousands of dollars) 


2001 2000 
ASSETS 
Current assets 
Cash and temporary investments (note 6) $ 40,719 $ 20,890 
Accounts receivable (notes 10, 14) 52,064 26,786 
Other receivables (note 9) 3,265 1,687 
Inventories (notes 7, 10, 14) 60,897 40,884 
Prepaid expenses 1,819 2,464 
Future income taxes (note 18) 5,216 1,653 
163,980 94,364 
Capital assets, net (notes 8, 14) 76,532 36,298 
Investments (notes 5, 9) 2,284 3,210 
Other assets 882 1,016 
Future income taxes (note 18) 662 467 
Goodwill, net 25,504 5,221 
$ 269,844 $ 140,576 
LIABILITIES 
Current liabilities 
Bank loan (note 10) $ 10,207 $ 10,690 
Accounts payable and accrued liabilities (note 11) 72,850 24,707 
Customers’ advances (note 12) 13,076 - 
Income taxes payable 5,625 287 
Future income taxes (note 18) 996 681 
Current portion of long-term debt (notes 5, 14) 7,891 6,303 
Discontinued operations (note 13) 9,673 = 
120,318 42,668 
Long-term debt (notes 5, 14) 40,041 42,233 
Deferred credit (notes 5, 15) 117 287 
Future income taxes (note 18) 7,098 2,410 
167,574 87,598 
SHAREHOLDERS’ EQUITY 
Capital stock (note 16) 63,232 27,983 
Cumulative translation adjustment (note 17) 3,179 1,601 
Retained earnings 35,859 23,394 
102,270 52,978 
$ 269,844 $ 140,576 


Commitments and contingencies (notes 21, 22) 
The accompanying notes are an integral part of these consolidated financial statements. 


Signed on behalf of the Board 


Neerss Corea AEE 


Alain Cousineau Gilles Labbé 
Director Director 
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CONSOLIDATED STATEMENTS OF INCOME 
For the years ended March 31, 2001 and 2000 (In thousands of dollars, except per share data) 


The accompanying notes are an integral part of these consolidated financial statements. 
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2001 2000 
SALES $ 259,077 $ 143,737 
Cost of sales 204,040 116,548 
Amortization 10,063 7,863 
Gross profit 44,974 19,326 
Selling and administrative expenses 19,527 11,024 
Research and development expenses 679 624 
Operating income 24,768 7,678 
Financial expenses (note 14) 2,390 2,830 
Income before income taxes, 
goodwill amortization and discontinued operations 22,378 4,848 
Income taxes (note 18) 8,765 1,130 
Income before goodwill amortization and discontinued operations 13,613 3,718 
Goodwill amortization 1,148 255 
Net income from continuing operations 12,465 3,463 
Net income from discontinued operations (note 4) = 90 
Loss on sale of discontinued operations (note 4) - ( 1,808 ) 
Net income $ 12,465 $ 1,745 
Earnings per share before goodwill amortization 
and discontinued operations $ 0,63 $ 0,25 
Earnings per share before goodwill amortization 
and discontinued operations — fully diluted (note 2) $ 0,63 $ 0,25 
Earnings per share from continuing operations $ 0,58 $ 0,24 
Earnings per share from continuing operations - fully diluted (note 2) $ 0,58 $ 0,24 
Earnings per share $ 0,58 $ 0,12 
Earnings per share - fully diluted (note 2) $ 0,58 $ 0,12 
Average number of shares outstanding during the year 21,543,037 14,688,358 
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 
For the years ended March 31, 2001 and 2000 (In thousands of dollars) 
2001 2000 
Balance at beginning of year $ 23,394 $ 24,860 
Change in accounting policy 
- inventories valuation and revenue recognition (note 2) = (3,211 ) 
; 23,394 21,649 
Net income 12,465 1,745 
Balance at end of year $ 35,859 $ 23,394 


CONSOLIDATED STATEMENTS OF CASH 


For the years ended March 31, 2001 and 2000 (In thousands of dollars) 


Cash and cash equivalents provided by (used for): 
Operating activities 
Net income from continuing operations 
Items not requiring an outlay of cash 
Amortization 
Future income taxes 
(Gain) on sale of capital assets 


Cash flow from operations 
Net change in non-cash working capital items 
related to operations (note 19) 


Cash and cash equivalents provided by operating activities 


Investing activities 

Net change in temporary investments 
Purchase of capital assets 

Proceeds on disposal of capital assets 
Business acquisitions (note 3) 

Other 


Cash and cash equivalents (used for) investing activities 


Financing activities 

Net change in bank loan 

Increase in long-term debt 

Repayment of long-term debt 

Issuance of common capital stock (note 16) 


Cash and cash equivalents provided by (used for) financing activities 


Effect of changes in exchange rates on cash and cash equivalents 
Cash and cash equivalents provided by (used for) 
discontinued operations (notes 4, 13) 


Change in cash and cash equivalents 
Cash and cash equivalents at beginning of year 


Cash and cash equivalents at end of year 
Cash and temporary investments are comprised of: 


Cash and cash equivalents 
Temporary investments (note 6) 


Interest paid 
Income taxes paid 


FLOWS 
2001 2000 
$ 12,465 $ 3,463 
11,211 8,118 
( 383 ) (116 ) 
( 391 ) ( 106 ) 
22,902 11,359 
18,000 ( 267 ) 
40,902 11,092 
( 18,020 ) ( 15,652 ) 
( 25,172 ) ( 7,260 ) 
2,095 528 
8,548 ( 4,745 ) 
(1233) ( 218 ) 
( 32,672 ) ( 27,347 ) 
( 1,083 ) 270 
3,461 17,605 
( 6,203 ) ( 3,077 ) 
619 644 
( 3,206 ) 15,442 
(6) 111 
( 3,209 ) 4,800 
1,809 4,098 
5,238 1,140 
$ 7,047 $ 5,238 
$ 7,047 $ 5,238 
33,672 15,652 
$ 40,719 $ 20,890 
$ 4,645 $ 2,858 
$ 4,166 $ 2,620 


The accompanying notes are an integral part of these consolidated financial statements. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the years ended March 31, 2001 and 2000 (All dollar amounts in thousands, except share data) 


Note 1. NATURE OF ACTIVITIES 


Héroux-Devtek Inc. and its business units (the «Company») specialize in the design, development, manufacture, repair 
and overhaul of systems and components used principally in the aerospace & defence and, industrial sectors. As such, 
a significant portion of the Company's sales are made to a limited number of customers mainly located in the United States. 


Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Consolidation 
The consolidated financial statements include the accounts of the Company and its following wholly-owned subsidiaries: 


Héroux Corp. 

McSwain Manufacturing Corporation 
A.B.A. Industries, Inc. 

2816709 Canada Inc. 

9077-2070 Quebec Inc. 

Metro Machining Corporation 

Les Industries C.A.T. inc. 

Devtek Corporation 

Devtek Aerospace inc. 


Temporary investments 
Temporary investments are recorded at cost, which does not differ significantly from their market value. 


Inventories valuation and revenue recognition 


a) Raw materials, work in process and finished goods 

Inventories of raw materials, work in process and finished goods are valued at the lower of cost (weighted average cost 
method) and net realizable value. Cost of work in process and finished goods include raw materials, direct labor and 
manufacturing overhead. 


b) Long-term contracts 
> Sales and income on long-term contracts are recognized as units are delivered. 


> Design to manufacture programs and major assembly manufacturing programs 
Inventories include raw materials, direct labor and related manufacturing overhead and comprise non-recurring costs 
(development costs, pre-production and tooling costs), production costs and the excess over average production 
costs (production costs incurred in the early stage of a program, in excess of the average estimated unit cost for 
the entire program). 


> Other programs 
Inventories include raw materials, direct labor and related manufacturing overhead and comprise tooling costs 
specifically related to these programs, which are capitalized and amortized on a straight-line basis over two years. 


> Reviews 
Periodically, a review of all long-term contract assumptions relating to the number of anticipated units of production, 
costs of production and sales applicable to long-term contracts is made and, if applicable, profit margins of units 
ready for delivery of each long-term contract are revised. The effect of these changes to the estimated income of 
each contract is recognized in the period in which it has been determined and losses, if any, are recognized fully 
when anticipated. 


Capital assets 


Capital assets are recorded at cost and amortization is provided for on a straight-line basis over the estimated useful lives 
of the related assets, as follows: 


Building and leasehold improvements 5 to 40 years 
Machinery, equipment and tooling 3 to 10 years 
Automotive equipment 3 to 10 years 
Computer and office equipment 3 to 5 years 


Translation of foreign currency 
> Self-sustaining foreign operations 
The assets and liabilities of subsidiaries denominated in a foreign currency are translated at the exchange rate in 
effect at the balance sheet dates. Revenues and expenses are translated at the average exchange rate for the year. 
Translation gains and losses are deferred and shown separately in shareholders’ equity. 
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Note 2. 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd) 


Translation of foreign currency (cont'd) 
> Foreign currency transactions 
Except for transactions for which the Company has entered into forward foreign exchange contracts, monetary items 
in foreign currencies included in current assets and liabilities are translated into Canadian dollars at the exchange 
rate prevailing at year-end. Revenue and expense accounts realized in foreign currencies are translated using the 
average exchange rates prevailing during each month of the year. Translation gains and losses are included in the 
statements of income. 


> Derivative financial instruments 
The Company utilizes certain derivative financial instruments in order to eliminate or reduce its exposure to currency 
risks related to export sales. These financial instruments are not recorded in the consolidated financial statements 
at the time of contract. Management is responsible for establishing standards of acceptable risks and monitoring, 
as appropriate, the operations covering risk management. The Company uses financial instruments for the sole 
purpose of hedging existing commitments or obligations. These derivative financial instruments are not used for 
trading purposes. 


Forward foreign exchange contracts 

Monetary items in foreign currencies included in current assets and liabilities, hedged by forward foreign exchange 
contracts, are translated using the average exchange rate of these contracts prevailing at year-end. Gains and losses 
on forward foreign exchange contracts are included in the revenues in the same period as the related export sales. 


Deferred financing costs 
The deferred financing costs are amortized on a straight-line basis over the duration of the related loans and their 
unamortized portion is shown in other assets. 


Earnings per share 

The earnings per share are determined using the weighted average number of outstanding shares during the year. The 
treasury stock method is used to calculate the diluted earnings per share. This method assumes that the proceeds would 
be used to purchase common shares at the average market price during the financial year. 


Goodwill 

Goodwill is amortized on a straight-line basis over a period of 20 years. In 2000, the Company revised the amortization 
period to 20 years (40 years before 2000) and the effect of the change was applied prospectively. The Company assesses 
on an annual basis the fair value of the unamortized portion and the amortization period of goodwill. This assessment 
is accomplished by taking into account the business sales related to the acquired clientele, an estimate of the future 
undiscounted operating results and the expected period of benefits of goodwill of the related business. 


Pension plans and other post-retirement benefits 

The company has defined benefit pension plans covering certain of its employees. The cost of pension benefits earned by 
employees is determined using the projected unit credit acturial method prorated on services. Pension costs are determined 
periodically by independent actuaries. Pension expense is charged to operations and includes: 


> The cost of pension benefits provided in exchange for employees’ services rendered during the year, 


> The amortization of the initial net transition obligation on a straight-line basis over the expected average 
remaining service life of the employee group covered by the plans. 


> The amortization of past service costs and amendments over the expected average remaining service life of the 
employee group covered by the plans, and 


> The interest cost of pension obligations, the return on pension fund assets and the amortization of cumulative 
unrecognized net actuarial gains and losses in excess of 10% of the greater of the projected benefit obligation 
or market-related value of plan assets over the expected average remaining service life of the employee group 
covered by the plans. 


The pension plans are funded through contributions determined in accordance with the projected unit credit actuarial 
method prorated on services. 


Stock option plan 

The Company has a stock option plan where options to purchase common shares are issued to directors, officers and key 
employees. No compensation expense is recognized for these plans when shares or share options are issued. Any consi- 
deration paid on the exercise of options is credited to capital stock. 


Management's estimates 

The preparation of financial statements in conformity with Canadian generally accepted accounting principles requires 
management to make estimates and assumptions that affect the amounts reported in the financial statements and 
accompanying notes. Management believes that the estimates utilized in preparing its consolidated financial statements 
are reasonable and prudent; however, actual results could differ from these estimates. 
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Note 2. 


Note 3. 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont‘d) 
Changes in accounting policies 


> 


Pension plans and other post-retirement benefits 

During the year 2000, the Company adopted the recommendations of the Canadian Institute of Chartered Accountants 
concerning the post-retirement benefits. The effect of the resulting change from the accounting policies applied in 
the previous years has been accounted for on a prospective basis and had no significant impact on the results of 

the year. 


Inventories valuation and revenue recognition 
> Long-term contracts 


At March 31, 2000, the Company modified its accounting policy with respect to inventories, capital assets and 
other assets (development costs) relating to some of its long-term contracts to better harmonize its accounting 
policies with the standard accounting practices in the aerospace industry and with those used by the new 
business units acquired, taking into account the growing content of long-term contracts in the Company's 
commercial activities. 


For design to manufacture programs and major assembly manufacturing programs, non-recurring costs (development 
costs, pre-production and tooling costs) and the excess over average production costs (production costs incurred in 
the early stage of a program, in excess of the average estimated unit cost for the entire program) are included in 
inventories. These costs were previously included in capital assets (tooling costs) and in other assets (development 
costs). 


For other programs, non-recurring costs, pre-production costs and the excess over average production costs are 
expensed, except for tooling costs, which are capitalized and amortized over two years and included in inventories. 
These costs were previously included in capital assets (tooling costs) and in inventories (excess over average 
production costs), and expensed over the estimated units of the related long-term contract. 


These changes were applied retroactively and the impacts on the last financial year ended March 31, 2000 
were as follows: 


2000 

INCREASE (DECREASE) 

Inventories $ 550 

Future income taxes - current assets 551 
Capital assets, net ( 3,128 ) 
Other assets ( 2,693 ) 

Future income taxes - long-term assets 467 

Future income taxes - current liabilities 682 
Future income taxes — long-term liabilities ( 1,494 ) 
Cumulative translation adjustment ( 65 ) 
Retained earnings ( 3,376 ) 

Cost of sales 251 
Income taxes ( 86 ) 


Earnings per share - diluted 

At March 31, 2001, the Company adopted the recommendations of the Canadian Institute of Chartered Accountants 
with respect to the calculation of diluted earnings per share. The change has been applied retroactively and has 

a favorable impact of $0,01 on the 2000 diluted earnings per share. 


BUSINESS ACQUISITIONS 


On June 12, 2000, the Company acquired 100% of the outstanding shares of Devtek Corporation ("Devtek") and its sub- 
sidiaries for a total consideration of $75,036. This acquisition has been accounted for using the purchase method. The 
2001 consolidated statement of income includes 9 1/2 months results of Devtek. The acquired companies manufacture 
mainly landing gears and air frame components and produce hydraulic and mechanical flight control actuators for the 
aerospace and small arms for the defence industry. 


The net assets acquired are as follows: 


Working capital $ 31,383 
Capital assets 25,141 
Other long-term assets 2,954 
Goodwill 21,431 
Long-term debt ( 787 ) 
Future income taxes ( 5,086 ) 
Total consideration $ 75,036 
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Note 3. 


Note 4. 


Note 5. 


BUSINESS ACQUISITIONS (cont'd) 


Cash and cash equivalents acquired ( 48,954 ) 
Capital stock issued ( 34,630 ) 
Net cash positive impact related to acquisition $ 8,548 
Total assets acquired oes 854 
Total liabilities assumed $ 57,815 


On June 3,1999, the Company acquired 100% of the outstanding shares of "Metro Machining Corporation" and 

"Les Industries C.A.T. Inc." for a total consideration of $5,745. These acquisitions have been accounted for using the 
purchase method. The 2000 consolidated statement of income includes 10 months results of the acquired companies. 
The acquired companies manufacture structural components for the aerospace industry. 


The net assets acquired are as follows: 


Working capital $ ( 1,286 ) 
Capital assets 8,207 
Other long-term assets 3,343 
Goodwill viet 
Long-term debt @5r34d) 
Future income taxes ( 909 ) 
Total consideration 5,745 
Sale balance ( 1,000 ) 
Amount paid in cash $ 4,745 
Total assets acquired $ 18,175 
Total liabilities assumed $ 12,430 


SALE OF A SUBSIDIARY 


On December 17, 1999, the Company sold 100 % of its shares of its subsidiary FRE Composites Inc. for a total 
consideration of $5,300, resulting in a net loss on sale of $1,808. The total consideration included $4,800 in cash 
and $500 in preferred shares of FRE Composites Inc., redeemable in five years which are included in other assets. 
In the year 2000, the nine months sales of FRE Composites inc. amounted to $8,852. As part of this sale, the 
Company's contributed surplus of $913 relating to this subsidiary was eliminated. 


FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 


Credit risks related to derivative financial instruments 
Presently the Company engages in derivative financial instruments only with Canadian chartered banks or their subsidiaries. 
Thus, the Company does not anticipate any breach of agreement by counterparties. 


Foreign exchange risks 

The Company entered into forward foreign exchange contracts whereby it will sell at an average exchange rate of 1.4545 
an amount of US$90,940 (US$100,080 at an average rate of 1.4442 in 2000) for the purpose of foreign exchange risk 
management related to its export sales maturing at various dates between April 1, 2001 and October 31, 2005. 


Credit concentration risks and credit risks 

A significant portion of the Company's sales are made to a limited number of customers. However, credit concentration 
risks are limited due to the fact that the Company deals generally with large corporations and/or government agencies, 
with the exception of sales made to non government agencies outside North America, which represent less than 3% of 
the Company’s total sales. 


Fair value of financial instruments 
At March 31, the book value of all financial instruments approximated fair value, with the exception of the following 


financial instruments: 


2001 2000 
BOOK VALUE FAIR VALUE BOOK VALUE FAIR VALUE 

Investments $ 2,284 $ 2,244 $ 3,210 $ 3,162 
Current portion of long-term debt 

and long-term debt 47,932 44,281 48,536 44,356 
Deferred credit 117 107 287 258 
Off balance sheet derivative Instruments: 
Forward foreign exchange contracts 
Net debtor (creditor) position - 10,898 - ( 1,999 ) 


25 ANNUAL REPORT 2000/2001 


Note 5. 


Note 6. 


Note 7. 


Note 8. 


FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (cont'd) 
Fair value of financial instruments (cont'd) 


The following methods and assumptions have been used to evaluate the fair value of each category of financial instruments: 


For certain financial instruments of the Company, including cash and temporary investments, accounts receivable and 
other receivables, bank loan, accounts payable and accrued liabilities, customers’ advances and discontinued operations, 
the book value approximates fair value because of the near maturity of such financial instruments. 


The fair value of the investments is determined by discounting the future contractual cash flows anticipated using a 
discount rate on investments of which the Company could avail itself for investments having similar terms and conditions. 


The fair values of the current portion of long-term debt and long-term debt, and the deferred credit are determined 
by discounting the future contractual cash flows anticipated pursuant to the financial contracts in force using discount 
rates which represent the interest rates on loans of which the Company could avail itself for loans having similar terms 


and conditions. 


The fair value of derivative financial instrument contracts is determined from prices obtained by the Company for 
identical or similar instruments. The fair value of forward foreign exchange contracts is based on the most recent 


foreign exchange rates. 


CASH AND TEMPORARY INVESTMENTS 


As at March 31, 2001, Cash and temporary investments include $33,672 ($18,000 in 2000) of temporary investments 
bearing interest between 4.45% and 5.30% (5.2% and 5.65% in 2000). These temporary investments consist of Banker's 
acceptances secured by a Canadian chartered bank with maturity dates varying from July to December 2001 (May to 
October in 2000). The full amount of $33,672 ($15,652 of the $18,000 in 2000) is invested in temporary investments 


with durations of more than 3 months. 


INVENTORIES 

I tori ist of: 

nventories consist o 2001 2000 

Raw materials $ 15,790 $ 14,026 

Work in process and finished goods 53,084 31,830 

Less: Progress billings 7,977 4,972 
$ 60,897 $ 40,884 


Progress billings received during the production process are reduced from the related inventories. 


At March 31, 2001, the work in process and finished goods include non-recurring costs (development costs, pre-production 
costs and tooling costs) and the excess over average production costs (production costs incurred in the early stage of a 
program, in excess of the average estimated unit cost for the entire program) of $4,351 ($4,783 in 2000). 


CAPITAL ASSETS 


2001 

COST ACCUMULATED NET BOOK 

AMORTIZATION VALUE 
Land $ 3,196 $ = $ 3,196 
Building and leasehold improvements 31,011 10,298 20,713 
Construction in progress — building 4,447 = 4,447 
Machinery, equipment and tooling 97,481 57,178 39,703 
Deposits on machinery and equipment 2,759 = 2,759 
Automotive equipment 812 685 127 
Computer and office equipment As ay All 7,984 5,587 
By GIS 27/7/ $ 76,745 $976,532 

2000 

COST ACCUMULATED NET BOOK 

Te ; : AMORTIZATION VALUE 
Land $ 1,378 $ 2 $ 1,378 
Building and leasehold improvements 17,927 9,062 8,865 
Machinery, equipment and tooling 75,354 52,797 22,557 
Automotive equipment 758 628 130 
Computer and office equipment 10,661 7,293 3,368 
$ 106,078 $ 69,780 $ 36,298 
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Note 9. INVESTMENTS 


The following investments are given in guarantee for the term loans which were obtained through the immigrant 
investor loans: 


2001 2000 
Guaranteed investment certificate, of a nominal value of $963, bearing interest at 6.94%, 
given as a guarantee on the immigrant investors loan, maturing May 23, 2001. The interest 
income that is earned semi-annually, is applied on the reimbursement of interest, on 
contribution funds and on the administration fees of the immigrant investors loan. 
The excess of interest earned is capitalized to the investment cost. $ 1,047 $ 1,030 
Medium term notes of a total nominal value of $1,599, bearing interest at 5.65%, 
given as a guarantee on the immigrant investors loan, maturing July 24, 2002. 
The excess of interest earned is capitalized to the investment cost. 1,947 1,848 
Guaranteed investment certificate, of a nominal value of $319, bearing interest 
at 5.086%, given as a guarantee on the immigrant investors loan, maturing 
February 12, 2003. The interest income that is earned semi-annually, is applied 
on the reimbursement of interest, on contribution funds and on the administration 
fees of the immigrant investors loan. The excess of interest earned is capitalized 
to the investment cost. 337 332 
3,330 3,210 
Less: Guaranteed investment certificate - current portion included in other receivables 1,047 - 
$ 2,284 $173,220 


Note 10. BANK LOAN 
The Company has authorized lines of credit for the use of its operations and for foreign exchange risks of approximately 
$48,000 (US$22,000 and CA$13,000) . These lines of credit are renewable on demand, secured by accounts receivable and 
inventories of all of the Company's subsidiaries and division and all other assets of the Company's subsidiaries. The lines 
of credit bear interest at the prime rate. The lines of credit are subject to the respect of certain financial covenants. 


The utilized portion of the lines of credit referred to above amounted to $10,207 as at March 31, 2001. 


Note 11. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 
At June 12, 2000, the purchase price for the acquisition of Devtek Corporation and its subsidiaries included adjustments 
to the net book value of the net assets acquired representing contingency and reorganization reserves. At March 31, 2001, 
the balance of these reserves amounted to $8,125 and were included in accounts payable and accrued liabilities. 


Note 12. CUSTOMERS’ ADVANCES 
The customers’ advances amounting to $13,076 as at March 31, 2001, represent unearned amounts received from 
customers, in the Company's logistics and defence division, at the time of the signature of the contracts. These customers’ 
advances are liquidated based on units delivered to customers and are guaranteed by the Company. These guarantees 
are reduced as the customers’ advances are liquidated. 


Note 13. DISCONTINUED OPERATIONS 
Discontinued operations amounting to $9,673 as at March 31, 2001 represent liabilities related to divestiture of some 
of Devtek’s subsidiaries prior to their acquisition by the Company on June 12, 2000. 


Note 14. LONG-TERM DEBT 2001 2000 


Loans bearing no interest, repayable in variable annual installments, with various 
expiry dates until 2011. $ 13,761 Sdy232 


Term loan bearing interest at 7.65%, payable in quarterly installments until 
December 31, 2004, having an amortization period of 6 years starting March 31, 2000 
and secured by the Canadian capital assets of a division of the Company. 8,125 9,625 


Term loan bearing interest at 7.59%, payable in quarterly installments until 
December 31, 2005, having an amortization period of 6 years starting March 31, 2000 
and secured by the Canadian capital assets of a division of the Company. 4,063 4,813 


Term loan bearing interest at 7.28% payable in monthly installments until June 30, 2004, 
having an amortization period of 7 years and secured by the assets, excluding land and 
buildings, of some of the Company’s Canadian subsidiaries. 2,100 2,500 
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Note 14. LONG-TERM DEBT (cont'd) 


2001 2000 
Revolving term loan bearing interest at bankers’ acceptance plus 1.5%, payable on 
June 30, 2002 and secured by the assets, excluding land and buildings, of some of 
the Company's Canadian subsidiaries. 1,000 1,000 
Sale balance related to the acquisition of some of the Company's Canadian subsidiaries, 
bearing interest at 6% on $700, payable annually on July 31, maturing on May 31, 2002. 850 1,000 


Term loan, obtained by way of the immigrant investors program of Québec, bearing no 

interest, payable on July 24, 2002. The subsidiary conceded the medium term note of 

a nominal value of $1,599, to the immigrant investors as a movable hypothec with 

dispossession, maturing July 24, 2002. Financing fees of 16% on the loan, which represent 

$336 was disbursed to the trustee upon receipt of the loan. These financing fees are 

amortized over the term of the loan. 2,100 2,100 


Term loan, obtained by way of the immigrant investors program of Québec, bearing 

interest at 0.35%. This loan requires contributions of 1.66% to the reimbursement fund, 

and payment of administration fees of 4.355% annually. The interest of the loan, the 

contribution to the reimbursement fund and the administration fees are payable semi-annually 

with the interest earned on the guaranteed investment certificate. The subsidiary conceded 

the guaranteed investment certificate of a nominal value of $963 to the immigrant investors 

and the related Trust as a movable hypothec, with dispossession, maturing May 23, 2001 

for a maximum of $1,297. 1,050 1,050 


Term loan, obtained by way of the immigrant investors program of Québec, bearing interest 

at 1/2%. This loan requires contributions of 1.749% annually to the reimbursement fund and 

payment of administration fees of 2.392%. The interest of the loan, the contribution to the 

reimbursement fund and the administration fees are payable semi-annually with the interest 

earned on the guaranteed investment certificate. The subsidiary conceded the guaranteed 

investment certificate of a nominal value of $319, to the immigrant investors and the 

related Trust, as a movable hypothec with dispossession, maturing February 12, 2003 

for a maximum of $ 401. 350 350 


Term loan of US$8,300 (US$9,625 in 2000) bearing interest at US prime rate plus 1/2%, 
payable in quarterly installments until December 15, 2004 having an amortization period 
of 68 months and secured by the assets of the Company’s two US subsidiaries. 13,083 13,950 


Term loan of US$836 (US$385 in 2000) bearing interest at US prime rate plus 1/2 % 
payable in quarterly installments until December 15, 2004, having an amortization period 


of 5 years and secured by the assets of the Company's two US subsidiaries. 1,318 558 
Other long-term debt 132 358 
47,932 48,536 

Less: current portion 7,891 6,303 
$ 40,041 Sra 238 


Loans bearing no interest represent essentially government assistance for the purchase of specialized equipment or tooling 
and for the modernization or additions to the Company's facilities. They were granted as incentives under some federal 
regional programs and provincial industrial programs to favour the development of the industry in Canada. Some of these 
loans are repayable according to certain specific conditions, in particular depending on the Company's aerospace sales 
and the Company's sales of certain predetermined aircraft landing gear or parts within specific delays. 


The immigrant investor loans related to the investments (note 9) were obtained through the acquisition of “Metro 
Machining Corporation” and “Les Industries C.A.T. Inc.’ and will not be renewed at maturity. 


Long-term debt is subject to the respect of certain financial covenants related to the working capital, the capital 
expenditures, the indebtedness, the cash flows and the equity of the Company and its subsidiaries and division. 


Capital repayments of long-term debt during the next five years are as follows: 
Years ending March 31 


2002 $ 7,891 
2003 10,562 
2004 6,555 
2005 13,545 
2006 2,489 
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Note 14. 


Note 15. 


Note 16. 


LONG-TERM DEBT (cont'd) 


The financial expenses, as at March 31, are comprised of: 


2001 2000 
Interest on long-term debt $ 2,607 $ 2 197 
Interest on a Bridge loan related to the acquisition 
of Devtek 472 = 
Interest on Bank loan 1,091 849 
Interest revenue ( 1,780 ) ( 216 ) 
Financial expenses $ 2,390 $ 2,830 


DEFERRED CREDIT 


In 1994, certain loans bearing no interest included in the long-term debt amounting to $4,702 were reclassified and are 
now presented as a deferred credit. These loans were repayable under certain conditions, which are not, according to the 
Company, realizable. 


From this reclassification, an amount of $170 ($208 in 2000) was credited to the statement of income. The remaining 
balance of $117 ($287 in 2000) is presented as a deferred credit that is amortized on the same basis as the machinery 
acquired under the loans. The amortization of the deferred credit is accounted for as a reduction of capital assets 
amortization. 


CAPITAL STOCK 


Authorized capital stock 

The authorized capital stock of the Company consists of the following: 
An unlimited number of common shares; 
An unlimited number of first preferred shares, issuable in series; 
An unlimited number of second preferred shares, issuable in series. 


The rights, privileges, restrictions and conditions related to the preferred shares may be established by the Board 
of Directors. 


The issued and outstanding capital stock of the Company consists of the following: 


2001 2000 
23,291,687 common shares (14,908,267 in 2000) $ 63,232 $ 27,983 


Common shares issued 

During the second quarter of the financial year ended March 31, 2001, the Company issued 8,245,319 common shares, 
representing a total of $34,630 in value, in connection with the acquisition of Devtek Corporation and its subsidiaries 
(see note 3). 


The Company issued 138,101 common shares for a total cash consideration of $619 relating to the exercise of stock options. 


Stock option plan 

Under the stock option plan (the plan), options are granted to directors, officers and key employees. The plan establishes 
that the subscription price will be equal to the closing price of the related shares on the day preceding the granting of 
the options. Options generally may be exercised after the first anniversary of the date of grant until the seventh 
anniversary of the date of grant. The aggregate number of shares reserved for issuance under the plan is 2,277,118. 


As of March 31, 2001, 851,600 options were issued and outstanding as follows: 


OUTSTANDING OPTIONS VESTED OPTIONS 
WEIGHTED WEIGHTED WEIGHTED 
RANGE OF EXERCISE AVERAGE YEARS AVERAGE AVERAGE 
PRICE NUMBER OF MATURITY EXERCISE PRICE NUMBER EXERCISE PRICE 
$3.50 to $5.00 370,100 5.0 $ 4.47 239,600 $ 4.68 
$5.00 to $6.50 481,500 2.4 5.94 235,000 5.93 
851,600 3.5 $ 5.30 474,600 $ 5.30 


SSS 


During the year, the number of options has varied as follows: 


EXERCISE PRICE EXERCISE PRICE 
WEIGHTED AVERAGE 2001 WEIGHTED AVERAGE 2000 
Balance at beginning of year $ 5.27 730,000 $ 4.60 895,835 
Granted 4.82 394,905 4.00 167,500 
Exercised 4.48 ( 138,101 ) 2.29 ( 280,835 ) 
Cancelled 4.58 ( 135,204 ) 5.81 ( 52,500 ) 
Balance at end of year $ 5.30 851,600 $ 5.27 730,000 


es 
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Note 16. CAPITAL STOCK (cont'd) 


Diluted earnings per share 
In financial year 2001, the use of the treasury method, for the diluted earnings per share calculations, increased 
the average number of common shares by 70,946 to 21,613,983. 


Note 17. CUMULATIVE TRANSLATION ADJUSTMENT 
The variation in the cumulative translation adjustment of $ 1,578 during the year ($ 419 in 2000) reflects the impact 
of the foreign exchange rate fluctuations on the net assets of foreign subsidiaries, net of the effect on the sale of 
a subsidiary in 2000. 


Note 18. INCOME TAXES 


The computation of income taxes is as follows: 


2001 2000 

Income taxes at combined federal and provincial tax rates $ 7,883 $ 1,855 

Large corporations’ tax 137 94 
Tax incentives for manufacturing and processing ( 449 ) ( 134 ) 

Impact of non-deductible items charged to income net of non-taxable 

revenue items 570 (50 ) 
Income tax rate difference-US subsidiaries 14 (7d) 
Other items 240 ( 564 ) 

Income tax rate differential applicable to certain Canadian subsidiaries 370 - 

$ 8,765 $ -- 1330 


Temporary differences and carry-forwards, which give nse to future income tax assets and liabilities, 
are as follows: 


2001 2000 
Future income tax assets 
Current ; 
Non-deductible reserves $ 4,194 $ 687 
Inventories 1,022 966 
$ 5,216 $ 1,653 
Long-term 
Loans bearing no interest $ 748 $ 613 
Capital assets ( 86 ) ( 102 ) 
Other 3 (44 ) 
$ 662 $ 467 
Future income tax liabilities 
Current 
Inventories $ 1,126 $ 1,337 
Non-deductible reserves ( 130 ) ( 656 ) 
$ 996 $ 681 
Long-term 
Capital assets $ 7,337 $ 3,031 
Tax benefit carry-forwards - ( 313 ) 
Other ( 239 ) ( 308 ) 
$ 7,098 $ 2,410 
Income taxes are as follows: 
Current taxes $ 9,148 $ 1,246 
Future taxes ( 383 ) (116 ) 
$ 8,765 $ 1,130 
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Note 19. 


Note 20. 


NET CHANGE IN NON-CASH WORKING CAPITAL ITEMS RELATED TO OPERATIONS 


The net change in non-cash working capital items related to operations can be detailed as follows: 


2001 2000 

Accounts receivable $ (12,248 ) $ 3,085 
Other receivables (G5310) ( 881 ) 

Inventories ( 684 ) 1,885 
Prepaid expenses 1,053 (907 ) 
Accounts payable and accrued liabilities 17,564 ( 2,089 ) 

Customers’ advance 6,708 - 
Income taxes payable 4,497 ( 558 ) 
Effect of changes in exchange rate 1,641 ( 802 ) 
$ 18,000 $ ( 267 ) 


PENSION PLANS AND OTHER POST-RETIREMENT BENEFITS 


The Company has defined benefit pension plans covering certain of its employees. The cost of pension benefits earned 


by employees is determined using the projected benefit method prorated on services. 


During the year, the Company transferred a defined benefit plan to a defined contribution plan. This transaction is 
reflected as annuity purchased in the accrued benefit obligation, in the plan asset reconciliation and in the net pension 


plan expense. 


Based on the most recent actuarial calculations, as at December 31, 2000 (for the year ended March 31, 2001) and 
December 31, 1999 (for the year ended March 31, 2000), the information related to these defined benefit pension plans 


can be summarized as follows: 


2001 2000 
Accrued benefit obligation 
Accrued benefit obligation, beginning of the year $ 10,193 $ 9,870 
Accrued benefit obligation from acquisition 7,086 - 
Current service cost 1,081 1,079 
Past service cost 1,150 427 
Interest cost 1,042 642 
Annuity purchased ( 985 ) ~ 
Benefits paid ( 546 ) ( 415 ) 
Actuarial loss (gains) 1,926 ( 1,410 ) 
Accrued benefit obligation at year-end $ 20,947 $ 10,193 
Plan assets 
Fair value at beginning of the year $ 10,006 $ 7,998 
Actual return on plan assets ( 210 ) 1,124 
Employer contributions 1,025 968 
Employees’ contribution 401 331 
Benefits paid ( 546 ) (415) 
Annuity purchased (1,010 ) - 
Transfer of assets 131 - 
Fair value of plan assets at end of year 9,797 $ 10,006 
Funded status 
(Deficit) Shea day P02) $ ( 187 ) 
Unamortized actuarial loss (gains) 1,097 ( 1,894 ) 
Unamortized transitional obligation from acquisitions 830 - 
Unamortized transitional obligation 1,190 1,763 
Unamortized past service cost 1,002 405 
Accrued (liability) surplus $ ( 7,031 ) $ 87 


The amounts referred to above, including the accrued benefit obligation, the fair value of plan assets and the accrued 
benefit liability at the end of the corresponding year, represent also the amounts related to the pension plans that are 


not totally funded. 
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Note 20. 


Note 21. 


PENSION PLANS AND OTHER POST-RETIREMENT BENEFITS (cont'd) 
The most important actuarial assumptions used in order to evaluate the accrued benefit obligation can be summarized 


as follows: 2001 2000 

Discount rate 6.75 “fo 7.00 % 
Expected long-term return on plan assets 8.00 % 8.00 %o 
Rate of compensation increase 3.50 % 3.50 % 


The net pension plan expense of the Company's defined benefit plans can be detailed as follows: 


2001 2000 
Employer current service cost $ 680 $ 748 
Interest cost 1,042 642 
Expected return on plan assets ( 837 ) ( 675 ) 
Amortization of transitional obligation 200 93 
Amortization of past service cost 18 21 
Settlement loss on plan termination 890 ~ 
Net pension plan expense $ 1,993 $ 829 


In addition, the Company offers also some defined contribution plans covering certain of its employees. The defined 
contribution plan expense represent $1,736 in 2001 ($742 in 2000). 


The amounts relating to other post-retirement benefits are not included above because they are not significant. 


COMMITMENTS 


Building lease contract 

Three business units of the Company have entered into a lease for their building which is used for manufacturing 
operations and administration. The total commitments at March 31, 2001 amounted to $ 2,074 excluding escalation 
clauses. The minimum annual lease payments over the next five years are: $ 751 in 2002, $602 in 2003, $422 in 2004, 
$211 in 2005 and $88 in 2006. 


Operating lease contracts - machinery and equipment 

Under operating lease contracts for machinery and equipment used for its manufacturing operations, the Company has 
commitments at March 31, 2001 of $ 26,815 for which the minimum annual operating lease payments, over the next 
five years, are: $ 5,478 in 2002, $ 5,040 in 2003, $ 4,704 in 2004, $ 4,262 in 2005 and $ 3,772 in 2006. 


Under these operating lease contracts, the Company has the option to purchase the related machinery and equipment 
at the end of the contract. These purchase option payments are: $ 967 in 2002, $ 327 in 2003, $ 238 in 2004, $ 2,839 
in 2005 and $ 6,328 for 2006 and over. 


Investment plan in a subsidiary 

As at March 31, 2001, Metro Machining Corporation had a 77,000 sq.ft. manufacturing facility under construction 

in Dorval, Québec. This construction was completed in April 2001. The subsidiary also committed to acquire major 
specialized machinery and equipment to produce large aircraft structural components. As at March 31, 2001, the 
investments in this subsidiary, including the machinery and equipment acquisition commitments (which machinery 
and equipment, will be delivered and installed in the Dorval facility during the first quarter of the 2002 financial year) 
and the cost of completion of the manufacturing facility can be summarized as follows: 


INCLUDED IN 
THE COMPANY'S 


CAPITAL ASSETS COMMITMENTS TOTAL 
Deposit on machinery and equipment $ 1,596 $ 5,420 $ 7,016 
Construction in progress — building 4,215 1,194 5,409 


$ 5,811 $ 6,614 $2425 


Other machinery and equipment acquisition commitments 

The Company has released other purchase orders relating to machinery and equipment which have not been delivered 

to the Company's facilities. These outstanding purchase orders at March 31, 2001 amounted to $12,500 for which $1,163 
deposits on machinery and equipment were made. This additional machinery and equipment will be dedicated mainly to 
the Company's Gas Turbine Division in order to increase its manufacturing capacity. 
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Note 22. CONTINGENCIES 
The Company is involved in litigations and claims associated with normal operations. Management is of the opinion 
that any resulting settlements would not materially affect the financial position of the Company. 


Note 23. SEGMENTED INFORMATION 
The Company's two operating segments are aerospace & defence and industrial. The aerospace & defence segment includes 
the design, development, manufacture, repair and overhaul and sale of systems and components for military and civil 
aviation and small arms for the defence industry. The industrial segment represents essentially the manufacture and sale 
of gas turbine components and other high precision machined products. 


The Company evaluates its subsidiaries’ and division’s performance primarily based on operating income before financial 
expenses and provision for income taxes. 


The Company accounts for intersegment and related party sales and transfers, if any, at exchange values. 
Segmented information consists of the following: 


Activity Segments 


2001 2000 
PRODUCTS RELATED TO INDUSTRIAL PRODUCTS RELATED TO INDUSTRIAL 
AEROSPACE & DEFENCE PRODUCTS TOTAL AEROSPACE & DEFENCE PRODUCTS TOTAL 
Sales $ 197,943 $ 61,134 $ 259,077 $ 97,809 $ 45,928 $ 143,737 
Operating income Me TAN) 9,055 24,768 2,285 5,393 7,678 
Financial expenses 2,390 2,830 
Income before income taxes, 
goodwill amortization and 
discontinued operations 22,378 4,848 
Assets from continuing 
operations 223,430 46,414 269,844 112,026 28,550 140,576 
Purchase of capital assets 17,424 7,148 25,172 4,335 2,925 7,260 
Depreciation and amortization 8,074 ay leh) dal ata) 5,509 2,609 8,118 
Geographic Segments 2001 2000 
OUTSIDE OUTSIDE 
| CANADA CANADA TOTAL CANADA CANADA TOTAL 
Sales $ 171,448 $ 87,629 $ 259,077 $ 71,300 $ 72,437 $ 143,737 
Operating income 14,183 10,585 24,768 3,042 4,636 7,678 
Financial expenses 2,390 2,830 
Income before income taxes, 
goodwill amortization and 
discontinued operations 22,378 4,848 
Assets from continuing 
operations 207,447 62,397 269,844 87,699 52,877 140,576 
Purchase of capital assets 16,164 9,008 25,172 2,656 4,604 7,260 
Depreciation and amortization 6,924 4,287 Al sl 3,832 4,286 8,118 
Export sales 113,562 57,986 


66% of the Company's sales (88% in 2000) are destined to US customers. 


Note 24. SUBSEQUENT EVENT 
On July 10, 2001, the Company issued 1,000,000 common shares at a price of $9.91 on a private placement basis. 
The net proceeds of $9,900 will be used for general financing purposes and to support the growth of the Company. 


Note 25. RECLASSIFICATION 7 
Comparative figures for the financial statements as at March 31, 2000 have been reclassified to comply with the 


March 31, 2001 presentation. 
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SHAREHOLDERS’ INFORMATION 


ANNUAL GENERAL MEETING 

The Annual General Meeting of Shareholders 

will be held on Thursday, September 6, 2001, at 11 a.m. 
in the Salon Paris of the Loews Hotel Vogue, 

1425 de la Montagne, Montréal, Québec, Canada. 


ANNUAL INFORMATION FORM 
Shareholders may obtain the Annual Information Form 
by writing to the Corporate Secretary of Héroux-Devtek 
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A plant 
@ client 


LANDING GEAR 
DIVISION 


HEROUX LANDING GEAR 
755 Thurber Street 
Longueuil, Québec 
Canada J4H 3N2 

Tel.: (450) 679-5450 
Fax: (450) 679-4554 


WEST HEIGHTS MFG. 
1665 Highland Rd W. 
Kitchener, Ontario 
Canada N2N 3K5 
Tel.: (519) 576-8910 
Fax: (519) 576-5119 


HOCHELAGA AEROSPACE INC. 
3675 Industrial Blvd. 

Laval, Quebec 

Canada H7L 483 

Tel.: (450) 629-3454 

Fax: (450) 629-1655 
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AEROSTRUCTURE 
DIVISION 


HEROUX-DEVTEK AEROSTRUCTURE 
123 Avro Street 

Dorval, Québec 

Canada H9P 2Y9 

Tel.: (514) 421-0344 

Fax: (514) 421-0588 


METRO MACHINING CORPORATION 
7926 15" Avenue 

St. Michel, Québec 

Canada H1Z 3N6 

Tel.: (514) 374-0791 

Fax: (514) 374-9339 


LES INDUSTRIES C.A.T. INC. 
11800 Adolphe-Caron Street 
Riviére-des-Praines, Québec 
Canada H1E 7J3 

Tel.: (514) 494-2335 

Fax: (514) 494-8497 


MAGTRON 
1480 Birchmount Rd 
Scarborough, Ontario 


~-tanada M1P 2G2 


Tel.: (416) 757-2366 
Fax: (416) 752-4838 
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GAS TURBINE 
COMPONENTS 
DIVISION 


MCSWAIN MANUFACTURING 


CORPORATION 

189 Container Place 
Cincinnati, Ohio 
U.S.A. 45246 

Tel.: (513) 671-6130 
Fax: (513) 671-2045 


A.B.A. INDUSTRIES, INC. 


10260 U.S. 19 North 
Pinellas Park, Florida 
U.S.A. 33782 

Tel.: (727) 546-3571 
Fax: (727) 545-9003 
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LOGISTICS AND 
DEFENCE DIVISION 


DIEMACO 

1036 Wilson Avenue 
Kitchener, Ontario 
Canada N2C 1J3 
Tel.: (519) 893-6840 
Fax: (519) 893-3144 


DALS 

855-A Trillium Drive 
Kitchener, Ontario 
Canada N2R 139 
Tel.: (519) 893-1433 
Fax: (519) 893-5123 
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